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Laos Joins the Fund and the Bank 


Laos became a member of the International Mone- 
tary Fund and the International Bank for Reconstruc- 
tion and Development on July 5, when the Articles of 
Agreement of these institutions were signed in Wash- 
ington on behalf of the Government of Laos by the 
Chargé d’Affaires, Mr. Tianethone Chantharasy. 

The quota of Laos in the Fund is $7,500,000, and its 


subscription to the capital stock of the Bank is 100 
shares with a total par value of $10,000,000. 


Seventy-one nations are now members of the Fund, 
with quotas totaling $14,860,800,000, and the Bank has 
69 members, with a total subscribed 
$20, 103,100,000. 


capital of 


Source: International Bank for Reconstruction and 


Development and _ International Monetary 
Fund, Joint Press Release, Washington, D.C., 
July 5, 1961. 


South African Stand-By Arrangement with the Fund 


The International Monetary Fund has entered into a 
stand-by arrangement under which the Government of 
South Africa may draw up to $75 million during the 
next 12 months in currencies held by the Fund. 

This arrangement will help to strengthen South 
Africa’s reserve position, which the Government is also 
seeking to improve by means of a number of fiscal, 
credit, and other measures, including controls on move- 
ments of capital. South Africa’s export earnings are ex- 


Savings and Investment 

Continuing its yearly study of one special aspect of 
economic development, the United Nations’ World 
Economic Survey, 1960, examines the volume of sav- 
ings available for investment. It points out that although 
the governments of centrally planned economies can 
establish investment projects largely on the basis of the 
availability of physical resources, yet the necessity for 
using a money incentive to stimulate initiative and 
efficiency has increased for them the importance of 
financial planning. In those countries budgetary saving 
remains the most important source of funds for financ- 
ing investment, but substantial improvements in real 
personal income and increases in the availability of 
durable consumer goods and in private housing con- 
struction have raised the share of savings provided by 
the private sector. 


In the private enterprise world, the industrial coun- 
tries that have experienced a high rate of growth have 
also been those with high levels of investment and 
domestic saving. An examination of the multiple fac- 
tors affecting the rate of growth of saving fails to reveal 
any simple explanation of the diversity of savings ratios 
among countries. Higher savings have not been associ- 
ated with higher per capita real incomes, nor have 


pected to be higher in 1961 than in 1960, and imports 
will be reduced as a result of tighter controls on trade 
and payments. These restrictions are to be relaxed as 
The Fund will 
remain in contact with the South African Government 


on the progress of its economic and financial program. 


soon as the reserve position permits. 


Source: International Monetary Fund, Press Release, 
Washington, D.C., July 5, 1961. 


inflationary pressures or balance of payments difficulties 
been any more evident in countries where savings have 
been low. But although different factors have exerted 
differing weights in various countries, the evidence of 
the last ten years suggests that the realization of high 
levels of saving has been chiefly dependent on saving 
habits in the household sector. Changes in the distri- 
bution of income are undoubtedly influential in deter- 
mining the rate of household saving, but even more 
important is the rate of increase of the national product 
as a whole. The tendency to save more when income is 
rising rapidly has persisted, even though the lower 
income groups have shared more than proportionately 
in the expansion of total income. The report finds some 
support for the hypothesis that high levels of invest- 
ment, through fostering high rates of growth in income, 
may have facilitated the realization of higher levels of 
household saving. 

Although enterprises are generally the largest single 
source of saving in the industrial countries, the statisti- 
cal convention that all depreciation charges for the 
economy are included in the savings of enterprises, 
combined with variations in corporate practice and in 
government regulations defining depreciation allow- 
ances, make it difficult to establish meaningful inter- 
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period and intercountry comparisons in this category 
of savings. 

In all countries, governments play a significant role 
in savings, not only directly but also through policy 
decisions affecting private and corporate savings and 
investment decisions. It is interesting to note that the 
industrial countries that have achieved high levels of 
total saving have been able to generate a large amount 
of saving in the government as well as in the private 
sector, and that this saving has been related rather to 
higher tax revenues than to low government expendi- 
ture for consumption. 

In the less developed countries, high rates of growth 
have been attained generally only where a significantly 
large proportion of resources has been devoted to 
capital formation. Although all countries attach an 
ever-increasing importance to the aim of accelerating 
economic growth, yet in the last ten years domestic 
saving in two thirds of the less developed countries 
has remained stagnant or even declined as a share of 
gross domestic product. Again, differing rates of growth 
of saving have not been related to differences in the 
degree of inflation. The development of exports has 
been the most significant factor affecting the rate of 
growth of domestic saving. In countries enjoying rap- 
idly expanding export receipts, more of the additional 
income of the household and corporate sectors has been 
available for investment. Furthermore, governments 
have been able to increase savings out of higher receipts 
from export and income taxes. In addition, such coun- 
tries have attracted the largest part of private foreign 
saving in the form of direct investment in export and 
other expanding industries. On the other hand, in 
countries where exports have been sluggish, per capita 
incomes have remained lower, household and corporate 
savings have shown little change, and governments have 
found it difficult to raise sufficient revenue for essential 
investments. Such have had to finance 
expenditures with foreign government savings in the 


countries 


form of grants or long-term loans, and by drawing 
down reserves 

The report stresses the importance of the role of 
governments in accelerating the pace of growth in the 
less developed countries, and the danger to future bal- 
ances of payments of depending too much upon foreign 
sources of saving to finance growing investment needs 
Increases in population and urbanization have created 
ever-rising demands for government consumption, and 
in general revenues have not, or have barely, kept pace 
with these rising expenditures. It is therefore all the 
more important that governments ensure for themselves 
an adequate share of any future increases in national 
income, to be used for stimulating sound economic 
growth. 
Source: United Nations, World Economic Survey) 

New York, N.Y., June 25, 1961 


1960. 
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IBRD and IDA Financing in Chile 


The World Bank and the International Development 
Association (IDA) on June 28 joined in providing the 
equivalent of $25 million to Chile for the foreign 
exchange requirements of a program of improvement 
of road transport, estimated to cost in all $62.5 million. 
The Bank is making a loan of $6 million to finance 
imported equipment required for road maintenance 
operations throughout the country, and the IDA is 
extending a development credit of $19 million for the 
construction, rehabilitation, and consolidation of the 
main secondary roads in ten southern provinces of 
Chile, the country’s most important agricultural region 

The Bank loan is for a term of 9 years and bears 
interest at 534 per cent, including the | per cent com- 
mission which is allocated to the Bank’s Special Reserve. 
Amortization will begin on December 1, 1964. The 
Bank of America N.T. & S.A., The Marine Midland 
Trust Company of New York, and The First Pennsyl- 
vania Banking and Trust Company are participating in 
the loan, without the World Bank’s guarantee, for a 
total amount of $250,000, representing part of the 
first maturity. 

The IDA credit to Chile is for 50 years free of 
interest. It is repwyable in foreign exchange, amorti- 
zation to begin on December 1, 1971. Thereafter, 
| per cent of the principal will be repayable annually 
for 10 years and 3 per cent will be repayable each year 
for the final 30 years. A service charge of % of 1 per 
cent annually on the amounts withdrawn and outstand- 
ing will be made to meet IDA’s administrative costs. 
[he IDA credit is the second to Latin America; one 
of $9 million was extended in May 
development in Honduras (see this 
Vol. XIII, p. 147). 

Sources: International Bank for Reconstruction and De- 
velopment and _ International 
Association, Press Releases, 


D.C., June 28, 1961. 


for highway 


News Survey, 


Development 
Washington, 


IBRD Loans to Pakistan and Argentina 


Loan to Pakistan 


The World Bank on June 27 made a loan equivalent 
to $15 million to the Pakistan Industrial Credit and 
Investment Corporation Limited (PICIC). Like two 
earlier Bank loans to PICIC aggregating $14.2 million 
(see this News Survey, Vol. XII, p. 120), this loan 
will be used to meet the foreign exchange requirements 
of industrial enterprises financed by the Corporation. 

The loan has no fixed schedule for repayment and 
no fixed interest charge. Each part of the loan com- 
mitted for a particular project will be repaid by semi- 
annual installments according to a schedule to be 
determined at the time of the commitment. Interest 
will be applied to each portion of the loan at the Bank’s 
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current rate when such portion is committed for one of 
PICIC’s projects. The loan is guaranteed by the Gov- 
ernment of Pakistan. 

From its inception in September 1957 to the end of 
December 1960, PICIC had approved 176 loans for a 
total of PRs 160.7 million ($33.7 million). Its purpose 
is to make loans and equity investments, help industry 
to obtain managerial, technical, and administrative serv- 
ices, and assist generally in the creation of a capital 
market, and it has been an important factor in the rapid 
growth of industry. 


Loan to Argentina 


On June 30, the World Bank made its first loan to 
Argentina. The loan, for $48.5 million, will help to 
finance improvements on about 1,600 miles of some of 
the country’s most important highways, including 
$15 million for equipment required for the maintenance 
of roads throughout Argentina. The loan is for 16 years 
and bears interest at 5% per cent, including the 1 per 
cent commission which is allocated to the Bank’s Special 
Reserve. Amortization will begin on July 15, 1965. 

The National Bank of Washington (Washington, 
D.C.), the New York Agency of The Royal Bank of 
Canada, The Philadelphia National Bank, The First 
Pennsylvania Banking and Trust Company, and Grace 
National Bank of New York are participating in the 
loan, without the World Bank’s guarantee, for a total 
amount of $625,000, representing part of the first 
maturity. 

The total cost of the road construction included in 
the project is estimated at the equivalent of about 
$95 million. The works to be undertaken will overcome 
some of the most critical deficiencies in the highway 
system of Argentina. 


Sources: International Bank for Reconstruction and 


Development, Press Releases, Washington, 
D.C., June 27 and 30, 1961. 


Europe 
EFTA Tariff Reductions 


On July 1, tariffs, mainly on industrial goods, were 
reduced by another 10 per cent on trade between the 
countries of the European Free Trade Association 
(EFTA)—Austria, Denmark, Finland, Norway, Portu- 
gal, Sweden, Switzerland, and the United Kingdom (see 
also this News Survey, Vol. XIII, p. 58). This reduces 
these tariffs to 30 per cent below the rates that were 
in force 12 months ago. A declared reason for the 
decision to accelerate tariff reductions was a desire tc 
keep tariffs within the EFTA aligned with tariff develop- 
ments in the Common Market, in order to facilitate 
integration between Western Europe’s two big trading 
groups. 

On July 1, the remaining quotas on imports within 


the EFTA area were increased by over $30 million, 

which is nearly twice the minimum 20 per cent increase 

required under the Stockholm Convention. 

Source: European Free Trade Association, Informa- 
tion Office, Press Release, Washington, D.C.., 
June 24, 1961. 


Higher Wages in Iceland 

Since May 29 there have been in Iceland a number 
of strikes by most of the unions all over the country. 
On June 29 a settlement was reached with the largest 
union, that of longshoremen and unskilled laborers in 
Reykjavik. The settlement involves wage increases of 
10 per cent and new fringe benefits equivalent to an 
increase of 3.5 per cent. If the agreement is still valid 
on June 1, 1962, it will be prolonged and wages raised 
by a further 4 per cent. The union may terminate the 
agreement on one month’s notice if the cost of living 
index should increase by 5 per cent before June 1, 1962, 
or by 7 per cent before June 1, 1963, or if the exchange 
rate of the Icelandic kr6na should be changed. 

Most of the other strikes have been settled on 
approximately the same terms. 
Source: Morgunbladid, Reykjavik, Iceland, June 30, 

1961. 


Liberalization of Danish Foreign Exchange Controls 


[he main provisions of the Danish exchange con- 
trols were last revised by Executive Order on Janu- 
ary 29, 1957. Since then a number of relaxations have 
been introduced and these have now been embodied in 
a new Executive Order 

Che basic principles of the foreign exchange control 
—the obligation to transfer foreign exchange to Den- 
mark, the obligation to offer foreign exchange to the 
foreign exchange dealers, and the latter's monopoly of 
dealings in foreign exchange—are in the main un- 
changed. However, access to offsetting transactions 
has been extended. Moreover, permission has been 
granted to hold foreign notes and coins up to an 
amount of DKr 2,000, and to dispose of them without 
restriction. 

The provisions for the import of capital have been 
eased. Investments from abroad of equity capital in 
subsidiaries and branches in Denmark of industry. 
commerce, etc., are permitted up to a limit of 
DKr 40,000 a year in each enterprise. Payments for 
imports may be deferred for up to 2 years (for ships, 
large machinery, etc., up to 5 years). Purchases of 
commodities and the granting of credits for exports 
may, with special permission, be financed by foreign 
bank credits for a period of not more than 12 months 
For the heavy commodities mentioned above, the period 
may be 5 years. Negotiations of loans between rela- 
tives, and loans and credits from parent companies and 


subsidiaries, are permitted up to an amount of 
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DKr 200,000 annually. The acquisition by foreigners 
of real estate is controlled by other means, and the 
relevant exchange control 
abolished. 

The provisions for the export of capital have also 
been relaxed. 


provisions have been 


It will be possible to grant loans to 
relatives and enterprises abroad, up to a limit of 
DKr 200,000 annually. The quota for each emigrant, 
which is at present fixed at DKr 25,000 for the whole 
of the 3-year period after emigration, will now be 
DKr 40,000 annually during each of the first 3 years. 
Capital assets, etc., belonging to other nonresident per- 
sons and enterprises may be transferred abroad without 
restriction. 

Source: Bgrsen, Copenhagen, Denmark, June 21, 1961. 


German Foreign Trade Results 


In May, imports (c.i.f.) amounted to 
DM 3,736 million, an increase of 4.2 per cent over 
May 1960. Exports rose by 1.3 per cent, to 
DM 4,035 million, leaving a trade surplus of 
DM 299 million, compared with DM 395 million a 
year earlier. In April 1961, exports exceeded imports 
by DM 727 million. 

In the first five months of 1961 imports were 3.8 per 
cent, and exports 7.9 per cent, above those for the 
comparable period of 1960. The trace surplus reached 
DM 2.9 billion, i.e.. DM 900 million more than last 
year. 


German 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, June 19, 1961 


Swiss Monetary Policy 


On June 16, 1961 the President of the Swiss National 
Bank stated that the Swiss economy was at present 
characterized by overemployment and increased pres- 
sure of demand on existing productive resources. As a 
result, imports had increased substantially and the rise 
in exports had slowed down, so that the foreign trade 
deficit for the first four months of 1961 had reached a 
record peak of Sw F 958 million. 

The dangers of inflation had been aggravated by the 
large inflow of short-term capital, amounting, since the 
revaluation of the deutsche mark and the Netherlands 
guilder, to Sw F 1.3 billion. At the end of March the 
largest banks had agreed to credit short-term capital 
funds to a special account with the National Bank. 
Within the framework of special transactions with a 
foreign central bank, the National Bank had reinvested 
abroad some Sw F 400 million. Furthermore, since 
October 1960 Treasury bills had been issued to sterilize 
short-term funds, and the Government’s cash balances 
had been increased. As a result of these various mieas- 
ures, some Sw F 2.4 billion, corresponding roughly to 
70 per cent of the funds which had flowed into Switzer- 
land since last summer, had been sterilized. 
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In the present phase of overemployment, the Presi- 
dent continued, banks should restrain as much as pos- 
sible the granting of credit, and should limit credits to 
urgent and economically significant purposes. Credit 
restraint was the more urgent since, during the last few 
months, the deficit of the balance of payments on 
current account had increased sharply. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
June 18, 1961. 


Loan Issues in the Netherlands 


The European Investment Bank, the financial insti- 
tution of the European Economic Community, will 
make its first public offering in the Netherlands on 
July 7, through a consortium of seven Dutch banks 
headed by the Amsterdamsche Bank, with the issue at 
par of f. SO million ($13.8 million) of 20-year 44% per 
cent bonds. The loan is redeemable from July 15, 1967 
at par, in 15 annual installments. After July 15, 1971, 
redemption may be anticipated in whole or in part, at 
101% per cent from 1971 to 1975 and at 101 per cent 
thereafter. Last March the Bank placed a loan for 
f. 20 million ($5.5 million) privately with a similar 
group of Dutch banks. 

The Copenhagen Telephone Company has accepted 
a Dutch offer for a loan of f. 25 million at 434 per cent. 
The loan will be issued at par on the Netherlands 
capital market by a consortium headed by the Twentsche 
Bank. Repayment will be made in 15 yearly install- 
ments, beginning in 1967. 

Sources: Norges Handels og Sjefartstidende, Oslo, Nor- 

way, June 27, 1961; European Community, 
Information Service, Press Release, Washing- 
ton, D.C., June 29, 1961. 


Developments in Belgian Coal Industry 


Coal output in Belgium declined fractionally from 
22.7 million tons in 1959 to 22.5 million tons in 1960. 
During the first five months of 1961, coal output was 
9.0 million tons (7 per cent) lower than in the same 
period of 1960. As a consequence of the isolation of 
the Belgian market under the European Community for 
Coal and Steel (ECCS) arrangements (see this News 
Survey, Vol. XIl, pp. 215 and 547), the volume of 
coal imports into Belgium declined from 4.9 million 
tons in 1959 to 3.9 million tons in 1960. Of the latter 
amount, 76 per cent was provided by the ECCS coun- 
tries, which had agreed to restrict their exports to 
Belgium to a quota of 3 million tons. The apparent 
domestic consumption of coal in Belgium, which had 
risen by 3.4 per cent in 1959, increased by 0.8 per cent 
in 1960, to 25.1 million tons. Sales abroad of Belgian 
coal, which are supported by subsidies from a special 
fund financed out of a levy on the sales of liquid fuel 
in Belgium, also increased somewhat in 1960, to 
2.3 million tons. With regard to other ECCS countries, 





INTERNATIONAL FINANCIAL NEWs SuRVEY, Vol. XIII, No. 26, July 7, 196] 205 


such sales were limited to 2 million tons in 1960. The 
temporary isolation of the Belgian coal market is to be 
continued in 1961, but the maximum quantities of coal 
which other ECCS countries may export to Belgium and 
which Belgium may export to other ECCS countries 
were increased by 3.3 per cent for this year. 

The slight improvement in 1960 in the relationship 
between supply of and demand for coal in Belgium 
resulted in a reduction of coal stocks at pitheads. These 
stocks declined from 7.8 million tons at the end of Octo- 
ber 1959, when they were at a record peak, to 6.6 mil- 
lion tons at the end of December 1960. The slackness 
of the domestic market for Belgian coal in the early 
months of 1961, caused in particular by the effects of 
the strikes in other industries, slowed down the reduc- 
tion of stocks in 1961. Thus, at the end of May 1961, 
coal stocks were ‘only 300,000 tons lower than at the 
end of 1960 and their total (6.3 million tons) still 
equals about three and a half months’ production. 

The continued structural weakness of the Belgian 
coal industry may be illustrated by comparing the 
8.3 per cent rise in the index of manufacturing indus- 
tries in Belgium in 1960 with the 0.8 per cent increase 
in the apparent domestic consumption of coal and the 
decline of 1.3 per cent in coal production. Further- 
more, although output of coal per underground man- 
shift increased by 9.5 per cent in 1959 and by 13.5 per 
cent in 1960, productivity has remained lower than in 
other ECCS countries. For instance, according to ECCS 
statistics, in May 1961 the output for each underground 
manshift was 1.68 metric tons in Belgium, 1.93 metric 
tons in France, 2.1 metric tons in the Netherlands, and 
2.2 metric tons in Germany. While productivity has 
increased more rapidly in Belgium than in the Nether- 
lands and in France, there has been an even greater 
increase of productivity in the German mines, which 
produce 50 per cent of the total output in the ECCS 
countries. 

The reduction in coal production in Belgium and 
the closing down of coal mines have resulted in a sig- 
nificant contraction of employment. At the end of 
May 1961, the total labor force in the Belgian mines 
was 96,000—16 per cent lower than 12 months earlier 
and 37 per cent lower than at the end of 1957. 
Sources: Ministére des Affaires Economiques, Bulletin 

Mensuel de la Direction Générale des Etudes 
et de la Documentation, April-May 1961, and 
Agence Economique et Financiére, June 7, 
1961, Brussels, Belgium. 


Treasury Bills in France 


The French Treasury issues on tap two kinds of 
Treasury bills. The first kind consists of bills which 
are subscribed mainly by banks, financial institutions, 
insurance companies, stockbrokers, and foreign central 
banks. Most of these bills are issued for two years and 


bear interest at 342 per cent per annum, but there are 

also three-month bills at 3 per cent and one-year bills 

at 3% per cent. The net outstanding amount of these 

bills, which had increased by NF 2.7 billion in 1959, 

rose by a further NF 1.4 billion in 1960, to NF 21.4 bil- 

lion on December 31, 1960. Commercial banks since 

the end of World War II have been required to hold a 

fixed ratio of their deposit liabilities in this form of 

Treasury bill; the ratio was reduced from 25 per cent to 

20 per cent at the end of January 1961 (see this News 

Survey, Vol. XIII, p. 13) and to 17.5 per cent in June. 

The second kind of Treasury bill consists of bills 
which are issued to the general public through the Bank 
of France, commercial banks, post offices, and the 
offices of the Treasury. Until June 1961 there were, 
on the one hand, bills with a maturity of one year at 

3 per cent interest or of two years at 3% per cent inter- 

est and, on the other hand, bills with a maturity varying 

between three months and three years, according to 
the wishes of the subscribers, and bearing interest which 
rises from 2 per cent per annum after three months to 

4 per cent after three years. On June 19, 1961, the 

Treasury began to issue bills with a maturity of three or 

five years, according to the wishes of the subscribers; 

these bills bear interest at 4% per cent during the first 
three years and 4% per cent during the last two years 

They can be subscribed in cash or with Treasury bills 

with a rising interest rate that have come to maturity; 

in the latter case, the subscribers receive a premium 
corresponding to | per cent of the face value of the bills. 

Net subscriptions by the general public to Treasury 

bills increased by NF 3.2 billion in 1959 and by 

NF 3.3 billion in 1960, to a total of NF 18 billion 

outstanding on December 31, 1960. 

Sources: Ministére des Finances, Statistiques et Etudes 
Financiéres, April 1961, Journal Officiel de la 
République Francaise, May 25, 1961, and Le 
Monde, June 21 and 24-25, 1961, 
France. 


Paris, 


Credit Policy in Spain 


The Spanish Government, after consultation with the 
Bank of Spain, reduced on June 9, 1961 the Bank’s 
interest rates to 5 per cent for the discount of com- 
mercial bills and to 4 per cent for their rediscount, i.e., 
to the rates which prevailed before August 1959. (For 
rates in the intervening period, see this News Survey, 
Vol. XII, p. 328). The Bank’s charges on advances 
secured by government paper and the discount rate for 
financial bills have not been changed. The Spanish 
authorities expect that the new rates will induce the 
commercial banks to resort to the Bank of Spain for 
rediscounts of commercial paper held by them; such 
operations have been almost negligible in the past. 

The commercial banks have also revised their loan 
charges. Previously, the banks had had an agreement 
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on “minimum conditions” for interest rates and com- 
missions on different types of lending. From July 1, 
1961, the agreed conditions are maxima instead of 
minima; the rate for discounting commercial bills has 
been reduced from a minimum of 6 per cent to a maxi- 
mum of 5% per cent, and that for personal credits 
from 642 per cent to 6% per cent. The most expensive 
accommodation will be overdrafts, for which the in- 
terest will be 7 per cent (maximum) plus a charge of 
4 per cent on the highest balance in each period of 
three months. 

Medium-term accommodation for Spanish private 
industries will also improve as a result of a $10 mil- 
lion ten-year loan from the Export-Import Bank of 
Washington, which will be made available to private in- 
dustry in the form of small seven-year loans from the 
Banco de Crédito Industrial and nine private banks. 
These loans may be used to purchase capital goods in 
the United States. 

Sources: Ya, Madrid, Spain, June 9, 22, and 23, 1961. 


Spanish Loan to Chile 


Spain has granted to Chile a loan equivalent to $10 
million for the purchase of Spanish goods, including 
fishing ships, machine tools, and agricultural equip- 
ment. The interest rate will be 32 per cent and repay- 
ment will start after five years, to be completed in 
another five years 
Sources: Ya, Madrid, Spain, June 14 and 18, 1961 


IBRD Bond Issue in Italy 


The first issue of Italian lire bonds of the Inter- 
national Bank for Reconstruction and Development was 
offered for public subscription in Italy from July 3 to 
July 6, 1961. A syndicate of seven Italian banks, 
headed by the Bank of Italy, are serving as underwriters 
This is the first flotation on the Italian market by a non- 
Italian issuer in more than 25 years 

The offering consists of Lit 15 billion ($24 million) 
of 15-year 5 per cent bonds at par, subject to redemp- 
tion in whole or in part, at par, on and after July 1, 
1966. In the event of partial redemption, bonds to be 
redeemed will be chosen by lot. The World Bank has 
the right at any time to purchase bonds in the market, 
at or below par. 

Giving effect to the current issue, total outstanding 
funded debt of the World Bank aggregates the equiva- 
lent of about $2,255,000,000, including $1,700,000,000 
of U.S. dollar bonds and notes and the equivalent of 


currencies 

Mr. Eugene R. Black, President of the World Bank, 
stressed the importance of the Bank’s entry into the 
Italian investment market. As an international agency, 
he pointed out, “it is vital that the Bank be able to tap 
the widest possible pool of investment funds throughout 
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the world’s capital markets. The willingness of Italy 

to permit this export of capital is a further indication of 

the impressive growth of her economy.” 

Source: International Bank for Reconstruction and 
Development, Press Release, Washington, D.C., 
July 1, 1961 


Middle East and Africa 
Israel's Merchant Fleet 

Nineteen ocean-going ships, totaling 200,000 tons, 
will be completed in 1961 for the Israeli merchant fleet 
(9 of them under the terms of the Reparations Agree- 
ment with the Federal Republic of Germany), at a cost 
of $50 million. Twelve ships will have been delivered 
by the end of June. According to the Transport Min- 
istry’s Shipping Division, the Israeli merchant fleet will 
total 700,000 tons by the end of December 1961, but 
in fact the quantity of shipping operating for Israeli 
companies will be close to 900,000 tons, since another 
40 ships are under charter. These are likely to be re- 
placed over the coming years, and it is hoped to reach 
1,000,000 tons of Israeli-owned ocean-going vessels 
between 1963 and 1965. 

Seven of the ships to be delivered this year have been 
constructed in France (including the liner Moledet), 
being financed from the recent $30 million loan from 
the French Government. Only 20 per cent of the cost 
is paid before delivery of the craft, and the remainder 
is paid off over the ensuing eight years. Israel’s fifth 
liner, the Shalom, will be completed in Saint-Nazaire in 
1963. Also to be acquired are a number of cargo ships 
for the Mediterranean and northern runs; of these, 
7,000 tons will be specially constructed and converted 
Liberty Ships will account for 30,000 tons. 

Israel’s fleet is one of the youngest in the world and 
has an average speed of 14.8 knots. The average age 
of the ships is 5% years, and only 7 per cent are more 
than 20 years old. 

Source: The Israel Digest, Jerusalem, Israel, June 23, 
1961. 


Gold Production in South Africa 


The volume of gold output in South Africa in April, 
1,866,948 fine ounces, was 9,125 fine ounces lower 
than the record output attained in March. The decline 
is attributable to the shorter working month, since the 
average daily output rose from 72,159 fine ounces to 
74,678 fine ounces. The value of output in April also 
declined, by R 0.2 million to R 46.8 million. The 
average basis of valuation, R 25.05 a fine ounce, com- 
pares with R 25.03 in March 1961 and R 24.94 in 
April 1960. 

Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
June 1961. 
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Far East and Australasia 


Trends in Japanese Economy 

The Governor of the Bank of Japan, in his address to 
the 15th annual Bankers’ National Convention, pointed 
to some changing tendencies in the Japanese economy 
and emphasized the need to maintain a stable value of 
the currency and sound banking policies. He called 
attention, first, to the rising trend in prices, especially in 
consumer prices, caused by a strong demand for goods 
and a shortage of labor, and, second, to the deteriora- 
tion in the balance of payments, reflecting slackening ex- 
ports and rising imports. He ascribed these conditions 
to an excessively rapid economic growth centering 
around an over-all increase in demand at home; in 
particular, there had been a big advance in investment 
in equipment. He considered it possible and necessary, 
through flexible and preventive measures, to curb vio- 
lent business fluctations, thereby contributing toward 
balanced development. 

Since there was no assurance that the favorable fac- 
tors which had contributed to the rapid growth of the 
Japanese economy so far—active capital accumulation, 
an adequate labor force, and a high level of exports— 
would persist in future, the Governor expressed the 
belief that the Japanese economy would have to under- 
go some difficult adjustments. He warned the Conven- 
tion that the rapid rise in investment in equipment, 
which was responsible for the present rising price trend, 
might eventually lead to excess capac*ty of a serious 
nature; therefore, cautious examination of all investment 
plans was necessary. He requested financial institutions 
to pursue sound banking practices and refrain from 
making loans in excess of deposits. 

Source: Nihon Keizai Shimbun, Tokyo, Japan, June 13, 
1961. 


Australian Bond Issue in United States 

The Government of the Commonwealth of Australia 
has issued in the United States $25 million of 20-year 
5% per cent bonds. A group of underwriters, headed 
by Morgan Stanley & Co., is offering the issue at 97 to 
yield 5%4 per cent to maturity. The bonds are the direct 
obligation of the Commonwealth of Australia, and prin- 
cipal and interest will be payable in U.S. currency. The 
securities will be nonredeemable for 10 years and a 
sinking fund, beginning July 1, 1963, is designed to 
retire all the issue by maturity in 1981. The current 
offering is the third $25 million Australian issue mar- 
keted in the United States during the past 14 months, 
the most recent being in September 1960. 
Source: The Wall Street Journal, New York, N.Y., 

June 28, 1961. 


New Zealand Government Loans 
Three New Zealand Government loans totaling 
£NZ 56 million were offered for conversion in May. 


Two of these loans, maturing on June 15 and July 15, 
carried interest at 442 per cent and the third, maturing 
on August 15, interest at 3 per cent. The Government 
offered the holders of these loans a 4% per cent 4-year 
stock and a 5 per cent 14-year stock, both to be issued 
at par. 

Appealing for the largest possible reinvestment in the 
new loans, the Minister of Finance, the Hon. H. R. Lake, 
said that the conversion offer, because of its large size, 
would have an important bearing on the Government’s 
financial planning for the year, and on the economy of 
the country. He noted that an immediate effect of the 
increase in the interest rate was to raise the Government 
borrowing rate above the current interest rate for local 
borrowing, and said that the maximum rate for new local 
authority loans would be increased to 5 per cent from 
May 4, 1961. Maintaining the local authority rate near 
to parity with the Government rate was, however, a 
temporary measure designed to assist the task of the 
Government loan conversion; its effect would be further 
considered, if necessary. 

Of 28,000 stockholders concerned, 16,960 with hold- 
ings totaling £NZ 42 million accepted conversion by 
May 31. The Minister of Finance commented that this 
represented a 75 per cent conversion, which was very 
satisfactory, although he had hoped for even greater 
success. He added that a number of holders of fairly 
large amounts were understood to have indicated the 
likelihood of converting their holdings, without so far 
filing an application with the Reserve Bank. The Min- 
ister urged these holders to complete the formality of 
application in order that the full result of the conversion 
could be assessed. 


As a further step to stabilize the Government's fi- 
nances, a £NZ 15 million internal loan was launched 
on June 19. The interest offered was the same as on 
the conversion loans (5 per cent for a term of 12 or 14 
years and 4% per cent for shorter terms). Announcing 
the loan, the Minister of Finance stressed that it was 
needed for development required by New Zealand’s in- 
creasing population. It would also avoid inflationary 
borrowing from the Reserve Bank and permit the easing 
of heavy taxation. 

Sources: Reserve Bank of New Zealand, New Zealand 
News Review, Wellington, New Zealand, 
May 19 and June 2, 1961; The Times, 
London, England, June 20, 1961. 


Western Hemisphere 


New Banking Regulations in Colombia 


Resolution No. 22 of the central bank of Colombia 
includes the following provisions with respect to in- 
creases in bank loans from June 1, 1961 onward: At 
least 25 per cent of any increase shall be used for dis- 
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counting warehouse bonds guaranteed by specified raw 
materials and agricultural products; a maximum of 25 
per cent shall be used for ordinary transactions; and 
the remainder, apart from 10 per cent to cover tempo- 
rary adjustments in the percentages, shall be used for 
credit to industry and for special development projects 
(e.g., irrigation, electric power, and low cost housing). 

From June 1, the banks’ ordinary rediscount quota 
will be equivalent to 120 per cent of the first 4 million 
pesos of each bank’s capital and reserves on March 31, 
1961, and 80 per cent of the balance, if any. 

The ratio of banks’ obligatory cash holdings to sight 
and short-term deposits has been reduced from 23 per 
cent to 15 per cent. The ratios for long-term and sav- 
ings deposits remain at 14 per cent and 25 per cent, 
respectively. By Resolution No. 24, the ratio of cash 
holdings to sight and short-term deposits will be in- 
creased by 1 per cent monthly for five months, begin- 
ning August 1. 

Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, June 17, 
1961. 


New Credits for Surinam 

The Herstelbank of The Hague has agreed to grant a 
credit of f. 2 million to Surinam for the financing of a 
housing project in Paramaribo, the capital of Surinam. 
Agreement in principle has also been reached for the 
financing of improvements to Paramaribo harbor, esti- 
mated to cost Sur. f. 15 million. 
Source: Het Financieele Dagblad, Amsterdam, Nether- 

lands, June 21, 1961. 


Export Controls in Dominican Republic 

All existing regulations in the Dominican Republic 
on the production, purchase, sale, distribution, pricing, 
and export of coffee and cocoa were canceled by a 
decree signed on June 6. Prior to that date, there had 
been export monopolies of these products and the prices 
paid to producers had been fixed. The Secretary of 
Agriculture is responsible for enforcing the decree and 
adopting any measures necessary for market protection 
of coffee and cocoa. 
Source: Department of Agriculture, Foreign Crops and 

Markets, Washington, D.C., June 26, 1961. 


Fund Alternate Executive Director 


Mr. L. D. Hudon, an official of the Canadian De- 
partment of Finance (International Program and Con- 
tributions) has been appointed Alternate Executive 
Director of the Fund and the World Bank for Canada 
and Ireland, from July 1, 1961. He succeeds Mr. C. L. 
Read, who has returned to the Department of Finance, 
Ottawa. Immediately prior to his appointment, Mr. 


Hudon was on loan to the Canadian External Aid Of- 
fice as Director of the Planning and Policy Coordination 
Division. Mr. Hudon will also serve as Finance Coun- 
sellor at the Canadian Embassy in Washington. 
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